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PART A 


ALL Students MUST answer questions 1 to 20 
(2 marks are allocated to each question) 


Select the correct answer (or answers) for each of the following 20 questions by clearly circling the 
appropriate letters on the Answer Sheet provided on page 8. 


What type of sustainability generally assumes limited substitutability amongst resources? 
a. Open sustainability 

b Closed sustainability 

c Weak sustainability 

d. Strong sustainability 

e Optimal sustainability 


What does the demand curve for a specific market represent? 

a. The relationship between price and quantity in that market 

b How much of that product is available in that market 

c. | What consumers are willing to pay for the good or service in that market 
d. _—‘ The price paid in that market 

e None of the above 


A characteristic of pure public goods and club goods is that use of those goods by one 
person does not reduce its availability to others. The term for this characteristic is... 

a. Non-rival 

b Transferable 
eC; Non-exclusive 
d. _—_‘ Free-rider 
e 


Perfectly elastic 


Which of the following will cause a shift in the supply curve for compact discs? 
a. Achange in income 

b A change in the price of compact discs 

c New technology which decreases the cost of manufacturing compact discs 

d. _—_— An increase in population 

e A fall in the price of digital music 


The main disadvantage of an emissions tax is that... 

a. The total pollution reduction from an emissions tax cannot be known for sure 
Firms lack the flexibility to pursue different technologies 

Firms do not have an incentive to reduce pollution 

Firms cannot behave in an economically-efficient manner 


Oe OS: 


Differences among firms are not incorporated into the policy 
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6. Which of the following could be classified as club goods? 


10. 


11. 


ep aose 


oa o SF 


A congested toll road 

Watching a film at a cinema 

An uncongested toll road 
Subscribing to a satellite TV channel 
None of the above 


. The demand for food is relatively price inelastic because... 


There are many substitutes for food 
There are no substitutes for food 
Food is a necessity 

Supply of food is inelastic 

None of the above 


. Which of the following are possible reasons for the relative success of achieving agreement 


on international ozone depletion policy? 


Well understood science explaining the relationship between the pollutants and the 
depletion of ozone and clear evidence of the effects 

Potentially huge costs resulting from ozone depletion. 

Relatively few ozone depleting chemicals emitted from a few production activities 

Low costs of abatement 

None of the above 


Which of the following could be classified as pure public goods? 


eo aes 


National defence 

The atmosphere 

None of the other answers 

Free-to-air television 

The accumulated stock of human knowledge 


Total economic value is equal to... 


Use values + non use values + option values 

Direct use value + indirect use values + non use values 
Quasi-use values + non use values + direct use values 
Bequest values + existence values + altruistic values 
None of the above 


A competitive market is one with... 


a. 


ones 


Many firms producing goods that differ somewhat 

A few firms producing goods that differ somewhat in quality 
A few firms producing identical goods 

Many firms producing identical goods 

None of the above 
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12. As a country develops economically over time the trend in the share of the agricultural 


13 


14 


15 


16 


17 


sector in total economic activity... 
a. Stays constant 

Declines 

Increases 

None of the other answers 
Shows no apparent trend 


Oo SS 


What strategies can farmers employ to combat declining terms of trade? 

a. None of the other answers 

b. Diversifying their production (over more types of agricultural product or into other rural 
industries such as tourism) 

c. Get out of farming altogether 
Intensification (producing more output per unit of input) 

e. | Using more, and better, new technology and management practices 


Which one of the following is an example of a positive externality? 


a. Carbon dioxide emissions from motor vehicles 

b. | A driver enjoys beautiful scenery while driving through a National Forest 

c. Acid rain damages wildlife habitat in a region downwind from a factory 

d. ‘Increased costs of mining iron ore drive up the price of steel 

e. | Over-fishing results in the depletion of the food supply of an endangered marine mammal 
Engel’s Law states that... 


a. As income rises the proportion of income spent on food falls 

b As income rises the proportion of income spent on food remains constant 
c The income elasticity of food is greater than 1 

d. As income rises the proportion of income spent on food rises 

e All of the other answers 


Where are the greatest future increases in carbon emissions expected to come from? 
Australia 

Developed countries 

The USA 

Developing countries 

Eastern Europe 


eo aarp 


What happens to trends in per capita food consumption as per capita income increases over 
time? 

a. None of the other answers 

Per capita food consumption and per capita income increase at the same rate 

Per capita food consumption increases at faster rate than does per capita income 

Per capita food consumption increases, but at a slower rate than does per capita income 

Per capita food consumption decreases 


DO Oe 


18. 
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Since the year 2000 global food prices have increased substantially, what of the following 
are possible reasons for that price rise? 
a. Increasing population in India and China 


b. — Drought in major producing countries (e.g. Australia) 
c. Increased production of bio-fuel crops 
d. _ Increased oil prices 
e. Increasing incomes in India and China 
Table 1 
Excludable | Non-excludable 
Rivalrous Good 1 Good 2 
Non-rivalrous Good 3 Good 4 


19. 


20. 


With reference to Table 1, examples of goods of type Good 1 would include... 
a. Pure private goods 


b Common goods 

c Club goods 

d. Goods associated with external costs and benefits 
e Pure public goods 


With reference to Table 1, examples of goods of type Good 2 would include... 
a. Pure private goods 


b. | Common goods 

c. Club goods 

d. Goods associated with external costs and benefits 
e. Pure public goods 
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PART B 


Answer THREE (3) of the SIX (6) questions provided 


Question 21 


a) Use a diagram to define and explain where the socially optimal level of pollution occurs. 
(10 marks) 

b) Outline two policy measures that could be used to intervene in markets and explain how they 
would operate to move market equilibrium back towards the socially optimal level of pollution. 
(10 marks) 

Question 22 

a) Explain what is meant by the phrase ‘tragedy of the commons’, using examples to illustrate your 
answer. (10 marks) 

b) Outline the economic characteristics of goods that might be subject to this problem and explain 
why they give rise to the issue. (10 marks) 

Question 23 

a) Describe the characteristics necessary for a market to be considered competitive and illustrate 
your answer with real-world examples of markets that do and do not conform to these 
characteristics. (12 marks) 

b) Do you think that the competitive market model is a realistic representation of the world? Discuss 
this question and explain what role the model plays in identifying and solving economic 
problems. (8 marks) 

Question 24 

a) Describe and explain the economic conception of sustainability in terms of the substitutability of 
natural and man-made capital. (12 marks) 

b) Briefly outline how these conceptions influence the design of policy tools designed to promote 
sustainability. (8 marks) 

Question 25 

a) What is biodiversity and what are the benefits and costs of preserving it? (8 marks) 

b) What are the economic reasons for the loss of biodiversity? (12 marks) 

Question 26 


Why has it been so difficult to achieve agreement and action on global policy to combat climate 


change? Compare and contrast the problems of, and policy responses to, climate change and ozone 


depletion in terms of their economic (and other) characteristics. (20 marks) 


This page 1s 
deliberately 
blank. 
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ANSWER SHEET FOR PART A 


NAME: 


STUDENT NO: 


This sheet is to be detached and handed in with your answer books at the end of the examination. 


Please CIRCLE clearly the correct answer (or answers) 


Question 
1. eae 
2 eae 
3. eae 
4. eae 
5: eae 
6. eae 
fe eae 
8. eae 
9. eae 
10. eae 
11. eae 
12; eae 
13. eae 
14. eae 
15. eae 
16. eae 
17. eae 
18. eae 
19. eae 
20. eae 
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ebe 
ebe 
ebe 
ebe 
ebe 
ebe 
ebe 
ebe 
ebe 
ebe 
ebe 
ebe 
ebe 
ebe 
ebe 
ebe 
ebe 
ebe 
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Please remember - This examination question paper MUST BE HANDED IN. Failure to do so may 
result in the cancellation of all marks for this examination. 
Writing your name and number on the front will help us confirm that your paper has been returned. 
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